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SOVIET IMPORTING 
HELD NEW THREAT 


Capacity of Empire to Enter}: 
World Markets Regarded 
as ‘Cold War’ Weapon 


By MICHARL L. HOFFMAN 
Spectal ia The New Yor® Times. 

GENEVA, March 5~—Informed 
European opinion hag come 
around rather suddenly to the 
view that the Soviet Union's 
most potent weapon in the next 
phase of the “cold, war” is the 
capacity of the Communist em- 
pire to import, 

The Soviet’s import capacity 
has long hovered like a dim 
shadow over ealeulatiuns of fue! 
ture international trade. Few: 
persons have taken sciiously the: 
oveasional bursts of uratorv by 
Communist leaders to the effect 
that economic development could 
take place in Communist coun- 
{ries without: commercial ex- 
changes with the non-Commu-| 
bist world, 

The Catomuniats’ capacity to 
feolate themselves is much less 
of a threat than their capacity 
to intervene In world markets in 
a& manner t@embarrass the West, 
particularly the United States. 


Underdevéloped Areas Aided 


It is the Soviet Union's abitity 
to buy products of the under- 
developed ceuntries of the Middie 
East, Latin Amenrnca and South- 
east. Asia that poses the problem 
for Uie West. Cotton, rice 
wheat, frults—indeed almost any 
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the Soviet buys them for use In 
its economy. for distribution to 
satellites hungry for raw mate- 
vials, or merely to: add to un- 
heeded atock piles matters Httle 
to the sellers. 


. wible. 
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West, BSevéral of them, notably 
ootten, rice wheat, are bein, 

“dumped” _ non-Communi. 

markets by thé United States 
Government t one form or an- 
other. The recent United States 
agreement te bell rice to Indo- 
Resia, for axainple, wipes out & 
pacines market for Burma and 


ruguay. . 
! ¥t is the Communist empire's 
purchases of these commodities 
that provides the financing with 
which Soviet, Czechoslovak, Pol- 
fsh and Hurtgarian machinery 
and equipment are being pushed 
into markets hitherto untouched 
by Eastern European salesmen. 
The much discussed 2 per cent 
loans, which so far do not 
amount to much in total volume, 
are a drop in the bucket com-. 
pared with the annual purchase 
contracts now being entered into 
by Communist negotiators, 


» Weat Holds Some Margin 


There is no evidence that Asian 
or Latin-American countries 
would prefer $1,000,000 or even 
$1.500 000 worth of credit in the 
Communist economy to $1.000,- 
000 worth of credit in the United 
Blates or Western Europe. Prob- 
ably price and delivery condi- 
‘tions, not to mention techno- 
logical advantages, are still heav- 
ily favorable to the West on 
most kinds of machinery and 
equipment. 

But there 1s a good deal of 
evidence that many small or 
newly indepesdent countries pre- 
fer $1,000,000 worth of credit 
earned by exports to the Com- 
munist -empire to $1,000.00 
worth of American “gifts” or 


sity or “neutralism," but a nat- 
urat desire to earn their way in 
the world and employ their pop- 
ulations usefully as far as pos- 


—-> 


_ Western Europe's population 
is growing at such a rate that 
{ts capacity to use yp the raw 
materials and surplus food of 
Latin-American, Middle Eastern 
and Asian producers increases 
month by month. It is generally! , 
expected that; the United States, 
also. over the next twenty years 
or so, will greatly increase its 
imports of stich products, 
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EXECUTIVE OFFICE OF THE PRE! |, NARS, Date_2./t/27_- | 
NATIONAL SECURITY COUNCII ~ 


WASHINGTON 


COPY NO. 


March 28, 1956 


MEMORANDUM FOR ALL HOLDERS OF NSC 5603: 


Transmitted herewith, for insertion in all copies 


of NSC 5603, is a revised page 4. This revised page makes 


an editorial correction in the second sentence of paragraph 9. 


JAMES S. LAY, JR. 
Executive Secretary 


When detached from the enclosure, this 
Memorandum may be handled as UNCLASSIFIED. 
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Merch 29, 3956 
Sy dear lr. Attorney Genemuls 
At the direction of the President, you sre invited 
to attend « mecting Becubity Gounasl, to be 
held on Thursday, Ayeil 5, 1956, at 9:00 a.m, ip the Cabinet 
Roos of Tha White Howse, 00 part vith @he Connell in 
tte action on Item 2 of the Agenda for the Mist st necting, 
a copy of whieh hes previously bean forwamied to you. 
Sincerely yours, : 
| 
JMES 5. IAY, JR. , 
Ryecative Secretary | 
| 
| 
‘The HonpGeble ) 
the Attorusy Geneve. 
Washington 
eos Me. Tompkina 
Me. Coyne | 
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30 March 1956 


MEMORANDUM FOR THE SECRETARY OF DEFENSE 


Subject: Draft Statement of Policy on U.S. Policy 
Toward Austria -- NSC 5603. 


The Joint Chiefs of Staff have reviewed the subject 
document which was prepared by the National Security Council 
Planning Board for consideration by the Council at its meev- 
ing on Thursday, 5 April 19560, and are of the opinion that 
it is acceptable from a military point of view. Accordingly, 
they recommend that you concur in its adoption as a statement 
of U.S. policy to supersede the U.S. policy toward Austria 
contained in NSC 164/1, 


For the Joint Chiefs of Staff: 


SIGNED 


ARTHUR RADIORD, 
Chaizman, 
Joint Chiefs of Staff, 


Fo ecg USSD ayo 
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NATIONAL SECURITY COUNCI tegen ee afin 


WASHINGTON COPY NO‘ 209. 


March 6, 1956 


MEMORANDUM FOR THE NSC PLANNING BOARD 


SUBJECT: 


U.S. Objectives and Policies with Respect 
to Austria 


REFERENCES: A. NSC 164/1 


B. NSC Action Nos. 1383, 1388, 1392 
C. NSC Action No. 1597 


The enclosed draft statement of policy on 


Austria, prepared in the Department of State, is transmitted 
herewith for initial consideration by the Planning Board at 
its meeting on Monday, March 12, 1956, as a as revision 
of NSC 164/1 responsive to NSC Action No, 1507~b 


29537 


JAMES S. LAY, Jr. 
Executive Secretary 
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FOR NSC STAFF CONSIDERATION ONLY 


(NSC PLANNING BOARD) 


March 6, 1956 


U.S. OBJECTIVES AND POLICIES WITH RESPECT TO AUSTRIA 


GENERAL CONSIDERATIONS 
Austria's Importance 


1, Austria's successful struggle to prevent Soviet 
domination of its ecenomic and political life during ten 
years of military eccupation culminated in the signature and 
ratificatien by the eccupation powers and Austria of the 
State Treaty re-establishing its independence and sovereignty. 
Austria remains as'a symbel ef resistance to Soviet occupation 
and pressures and to Communist subversion. In view of past 
extensive Western suppert af Austria and Austria's funda- 
mental Western erientation, maintenance of Austria's inde- 
pendence and territgrial integrity as well as its pro-Western 
attitude is of great impertance, In addition, Austria is 
strategically important because of its vital position con- 
trolling important approaches to Southern Burope and the 
Danube gateway te the satellites, Finally, a weakening of 
Austriats internal, political and economic stability which 
would augment Seyiet-Communist influences in Austria would 
constitute a serieus setback for U.S. security and pelitical 
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Current Soviet Policy Aims in Austria 


2. Austria is of importance to the Soviet Unien not 
only because of its important geographical location: but also 
as a testing ground for Soviet aims to encourage the develop- 
ment of: nautralism in Burepe and elsewhere. Soviet current 
e@bjectives in Austria today are primarily in the political 
and economic fields where it hopes to prevent close alignment 
with the West and to increase political and economic ties 


with the Soviet orbit, 
Austrian Treaty 


3. The Austrian State Treaty which came inte force on 
July 27, 1955, marks the achievement of the major U.S. objec- 
tive in Austria for the past ten years. The treaty is in 
many ways a more just and satisfactory document than the draft 
as it had stood since 1949 (clauses eliminated included those 
(1) limiting the size of the armed forces (2) providing a 
possible basis for Soviet-Satellite intervention in Refugee 
matters, and (3) providing for prolonged Soviet control of 
ex-German assets in Eastern Austria). On the other hand, the 
price which Austria had to pay for Soviet willingness to con- 
clude the State Treaty is reflected in the Austro-Soviet 
Memorandum of April 15, 1955 in which Austria agreed to follow 
a policy of perpetual neutrality and agreed to pay the Seviet 
Union $150 million aver 6 years for the return of the USIA 


industries and to deliver one million tons of oil annually 
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over 10 years for the return of the oil fields, Austria has 
already paid $2 million for the return of the Danube Shipping 
Company. Implementation of the provisions of the State Treaty 
and such related documents as the Austro-Soviet and Vienna 
Memoranda will continue for some time to require attention 

by the United States and its allies, 

Political 


Neutrality 
4, Pursuant to the Austro-Soviet Memorandum signed 


April 15, 1955, the Austrian Parliament passed a Neutrality 
Law which came into effect on November 5, 1955. This law 
amended Austria's Constitution by a proscription on entering 
military alliances or permitting the establishment of foreign 
military bases on Austrian territory. At Austria's request, 
the former occupation powers and over forty nations have 
recognized Austria's status of neutrality. In submitting the 
Neutrality Law to Parliament, the Austrian Government called 
attention to the fact that it was limited to the military 
proscriptions specifically set forth in the law. Austrian 
leaders have stated publicly that the Austrian people have 

no obligation to ideological neutrality, and have indicated 
that Austria considers itself free to accept western collabo- 
ration in the establishment of its armed forces and to continue 
close cooperation with the West in the political, economic and 


cultural fields. However, Austria's policy of neutrality will 
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be defined only by its evolution through application to 


specific problems as they arise. Thus far there have been an 
evidences that some Austrian leaders are reluctant, in 

practice, to make their pro-western stand too overt, and 

Soviet pressures may be expected to be employed to broaden 
Austria's neutrality as far as possible, 

5, The United States has endeavored to encourage 
Austria to interpret its neutrality policy as being limited 
to those military restrictions expressed in the Austrian 
Neutrality Law. Such a construction of neutrality would 
permit close Austrian cooperation with the West in non- 
military fields (both in direct relationships and by partici- 
pation in Western oriented international organizations). It 
would also permit certain types of military assistance and 
cooperation such as the furnishing of equipment for the 
Austrian Army and the granting of certain military surface 
and air transit rights by Austria to the United States. How- 
ever, whatever military cooperation the Austrians are willing 
to enter into with the West must be carefully and discreetly 
carried out in order to avoid official charges of violation 


of Austrian neutrality or possible Soviet-Communist counter 


measures. 


Guarantee of Territorial Integrity 


6. The Austro-Soviet Memorandum of April 1955 provides 


that the Austrians will seek a joint four power guarantee of 


-4- TOP SECRET 


ee, ery 


SZAIHOUV TWNOLLVN SH LY Q30nNGouddsa 


INI isi 


a eaneeenniiumeaneiaimmnmneell 
eee DECLASSIFIED aes 

EO j249s8 , Se3. b | ND Ios [07 
By NARS, Date al4ly . 


Austrian territorial integrity by the four former occupying 
powers and that the Soviet Union will participate in such an 
agreement, Both constitutional and political factors limit 
the extent to which the U.S. and its western allies can go 
in participating in any such guarantee. Because of these 
limitations, the NSC on April 28, 1955 recommended "that the 
U.S. be prepared to treat any violation of the integrity of 
Austrian territory or neutrality as a grave threat to the 
peace, without however guaranteeing its territory or neutrality 
except within the framework of the United Nations" (NSC 
Action 1388). Not only do the constitutional end political 
limitations which existed at that time still apply but 
assurances regarding Austria's territorial integrity have 
since been provided by the terms of the Austrian State Treaty 
and by Austrian membership in the UN, Although the Soviets 
do not appear to have pressed this question, the Austrians 
have approached the Western powers informally indicating that 
they still desire a guarantee. Meanwhile, the U.S., France 
and UK have been discussing this problem with a view to 
arriving at a coordinated tripartite policy to serve as a 
basis for informal discussion with the Austrians. 

Coalition Stability 


Prank nbn een dae 


7. United in resistance to the Soviet danger, a coali- 


_ tion of the Socialist Party and the conservative People's 


Party has maintained, since the war, a substantial degree of 
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political stability in Austria. The coalition parties, 

representing 83 percent of the vote almost equally divided we 
between them, have shared power since 1945 despite their 
traditionally strong ideological and historical differences. 

During the post-war period, the Socialists have undergone a 
considerable modification of their traditional anti-clerical- 


ism and doctrinaire stand in favor of nationalization of 


industry. The traditionally Catholic People's Party, at the 
same time, has modified its extreme clericalism and has 


accepted a considerable degree of State ownership of major 


industries. The two parties, nevertheless, continue to main~ 
tain essentially different philosophies in the economic and 
social fields. The removal of an immediate common danger and 
the necessity to solve difficult problems, primarily economic, 
raised by the State Treaty have, in fact, heightened tensions 
between the two parties. On the other hand, continued support 
by the leaders of both parties for a coalition government may 
facilitate the solution of important but currently dead- 
locked, economic and political problems, after the May 13 
elections, 
Economic 

Internal Stability 

8, With the assistance of nearly $1.4 billion of U.S. 
aid in various forms since 1945, the Austrian economic situa- 


tion has progressed from one of chaos to relatively healthy 
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stability. The demands of an expanding economy have been 
covered lately, however, by increasing imports more rapidly 
than exports and by drawing on the foreign exchange reserves 
which were built up from 1952 to late 1954. By these meens 
end by measures to cut back public expenditure and to restrict 
commercial and consumer credits, inflationary pressures have 
so far been fairly well contained. Austria is now also faced 
with the burdens of (1) obligations to the USSR specified in 
the Treaty and related agreements, (2) the annual loss of 
$45-$50 million in foreign exchange from the occupation 
forces, (3) the costs of establishing national armed forces, 
and (4) a continuing deficit in foreign trade even before the 
effect of these new burdens was felt. The net accrual of 
foreign exchange to Austria from oil properties and industries 
formerly operated by the Russians, a high level of tourism, a 
stable demand for Austrian exports, and various programs 
already under way will probably permit Austria to meet its 
obligations. Continued economic stability in Austria can 
therefore probably be maintained, provided general Buropean 


and world economic conditions do not deteriorate and the 


Austrian government continues successful in containing infla- 


tionary pressures. 


9. MSA grant aid was discontinued in fiscal year 1953. | 
There is now no need for economic grant aid to Austria. It 


remains in the United States interest however, to continue 
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economic cooperation through PL 489, Ex-Im Bank loans, a 


Section 402 of the Mutual Security Act as well as U.S, 
support for IBRD loans. The United States has also continued 
a small technical assistance program in Austria. If the 
freedom and independence of Austria should be threatened by 
deteriorating economic conditions, the need may arise to make 
available limited U.S. or other resources available to Austria. 

Bast-West Trade 

19. Although in part occupied by armed forces of the 
Soviet Union, Austria cooperated covertly with the United 
States on East-West trade controls during the occupation 
period. Secret Battle Act exceptions have been granted to 
Austria for some prior commitments and shipments by the Soviet 
operated USIA firms in Austric. The State Treaty returned the 
USIA firms to Austrian control, but the compensation due the 
Soviets for their return will necessitate some further ship- 
ments of embargo items and further secret Bachie Ace excep-~ 
tions, Although internal political pressures have resulted 
in the lapse of the Austrien foreign trade law, Austria has 
reiterated its intention to continue covert Bbecensetoh on 
trade controls. The enactment of a2 new foreign trade law 
might be difficult without highlighting Austria!s cooperetion 
on trade control. Before World War II, Austria had extensive 


trade with the countries of the Danube basin and even after 
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the war was a major importer of coal and grains from the fs 

Soviet bloc. ECA/MSA aid and later a favorable foreign A | 
exchange position, however, enabled Austria to avoid economic 
dependence on the Soviet bloc. Austria's shipments of goods 

to the Soviet Union in fulfillment of the heavy Treaty obli- : 
getions and exports of former USIA firms to the Soviet Union 


again reise the issue of minimizing Austrian dependence on 


trade with the Soviet bloc. 


Defense 


Austrian Army 
11. After the negotiation of the State Treaty, legislc- 


tion was passed by the Austrian Parliament establishing an 
Austrian army. The special Gendarmerie of about 6,790 men, 
which had been covertly raised and trained with western 
assistance during the occupation, became its cadre. Many of 
these men, of whom almost two-thirds were NCO's and officers, 
underwent an intense cadre training program during July, 
August, September 1955 in which U.S. officers participated, 
With the passage of the army pay law in 1956, the Austrians 
are now embarking on a volunteer enlistment drive which they 
hope (probably over-optimistically) will double the present 
army strength. Volunteers ere to be trained whenever possible 
as specialists or potential officers and NCO candidates. The 
first draft call was originally scheduled for June 1956, but a 
more realistic appraisal is late fall 1956 or even early 1957, 
depending in part on the number of volunteers. 
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12, Current plans call for the organization of the 


Austrian Army into nine brigades, three tank regiments and oe 


the Air Corps, which will consist initially of one training 
squadron, one communications squadron, and one anti-aircraft 
regiment. The length of military service is a scant nine 
months, a hard-won compromise between the People's Party and 
the Socialists. The defense budget for calendar 1956 is 
approximately $19 million. Austrian military planners esti- 
mate that the defansebudget will eventually be 19 percent of 
the totel Federal budget or about $77 million a year. The 
Austrian Army as it is now constituted and envisaged for the 
future is expected to be capable of maintaining internal 
security and it is hoped that it can delay any Soviet attack 
long enough to enable NATO forces in cooperation with the 
Austrian Army to hold the western part of Austria including 
key passes into Italy. 

13. Austria has enacted legislation providing for ca 
national army under bi-partisian civilian control. Both 
coalition parties have vivid memories of the days of private 
political armies which clashed in civil war before the German 
annexation of Austria, and they have provided for participa- 
tion of both parties in the formulation of military policy. 
Nevertheless it has proven difficult to carry out this pro- 


vision to the satisfaction of the two parties in the coalition. 
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Foreign Military Assistance 
14, In addition to $22 million of financial aid for the 


Special Gendarmerie and $22 million of military installations 
which were turned over to the Austrian Government at the end 
of the occupation, the United States has transferred $40 
million worth of arms and equipment to the Austrian Army since 
signature of the Treaty. <A balance of $17.4 million from the 
stockpile established pursuant to previous NSC decisions and 
located in Europe remains to be delivered. The French Govern- 
ment provided the new Austrian Army with some captured German 
infantry weapons and a few anti-tank end anti-aircraft guns, 
The Soviets gave the Austrians 10,900 carbines, a number of 
heavy weapons, a few tanks and a few light troining planes. 
There is no indication that the Austrian Government wishes to 
obtain additional equipment from the Soviets, and Austrian 
efforts to obtain equipment in the West indicate that they 
wish to avoid becoming dependent upon Soviet sources of supply. 

Joint Planning 

15. During the occupation of Austria, the three western 
powers cooperated with the Austrian Government in the covert 
training of the Special Gendarmerie, and five U.S. officers 
have remained in Austria at Austrian request to give assistance 
and guidance in building the Austrian Army. Present close U.S. 
cooperation with Austria on its military training and organi- 


zation, as well as consultation on end-item needs should be 
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continued and encouraged. It is unrealistic, however, to 
attempt to obtain any formal commitment from the Austrian 
Government on coordinated wartime planning with the western 
powers in view of Austria's constitutionally adopted policy 
of military neutrality. Current NSC policy (NSC Action 1388 
of April 28, 1955) provides that no commitment should be 
sought from the Austrian Government for covert military plan- 
ning until authorized by the President. Although plans for 
cooperation between Austrian and western forces in case of 
attack would be advantageous from the military standpoint, the 
delicate problems posed by Austrian military neutrality make 
the suitability and timing of any decision to initiate such 
planning one which should remain with the President. 
Refugees and Escapees 

16. With the coming into force of the State Treaty, the 
Austrian Government assumed complete responsibility for 
refugees which had hitherto been reserved to the High Com- 
missioners of the occupying powers in their respective zones. 
At this time, the Austrian Government publicly reiterated its 
intention (1) to continue the policy of extending political 
asylum, (2) not to allow involuntary repatriation, and (3) to 
earry out fully its obligations under the Geneva Convention on 
the protection of Refugees to which Austria is a party. The 
burden created by the refugee problem and Soviet-Communist 


repatriation pressures create problems in this field for the 
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Austrian Government which the U.S, can continue to help meet 
through its official and private national organizations as 
well as through international organizations concerned with 


care, maintenance and resettlement of Refugees and Escapees. 


OBJECTIVES 


17. Maintenance of (a) Austria's political and economic 
independence, (b) its political, social and economic stability 
and (c) its continued resistance to Communist pressures and 


subversion. 


18. Encouragement of Austrian interpretation of its 


military neutrality to permit continuance of the western 
orientation of Austria's government, its close cooperation 

in all non-military fields with the western powers, and its 
participation in non-military organizations of the free world 
community. 

19. Encouragement of the maximum Austrian contribution 
to its own defense and Austrian cooperation with the West 
against aggression by the Soviet bloc, including all feasible 
means of U.S. assistance in the establishment and maintenance 
of adequate Austrian defense forces consistent with the limi- 
tations imposed by Austria's declared military neutrality. 

20. Minimize the influence of a neutral Austria on the 


defense and foreign policies of other free nations. 
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COURSES OF ACTION 

21. Encourage interpretation by the Austrian Government a 
of its policy of neutrality to limit its application to the 
military proscriptions set forth in the constitutional 
neutrality law. 

22. Seek to discourage Austria from requesting a four- 
power guarantee of Austria's territorial integrity and failing 
that, limit any guarantee in which the United States will 
participate to one within the framework of the UN, 

23. Encourage the continuance of the coalition govern- 
ment at least until such time as it may become apparent that 
a single party is capable of providing a stable and democratic 
government. 

24. Continue economic cooperation through such measures 
as PL 480, the Ex-Im Bank loans, Section 402 of the Mutual 
eet. well as U,S. support for IBRD loans. 

25. Encourage, with other friendly nations, Austria to 
maintain a degree of import liberalization consistent with 
its over-all economic position and also the progressive elimi- 
nation of restrictions which hamper trade and foreign invest- 
ment. 

26, Promote a provisional counterpart settlement which 
would be in the interest of the Austrian economy and in 


support of general U.S. objectives. 
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27. Encourage Austrian efforts to develop a capital 
market in Austria. to! 


28. Seek Austriats continued friendly cooperation in 


Bast-West trade controls, while recognizing Austria's special 

situation as a result of obligations to the Soviet Union 

imposed by the State Treaty. 
29. Continue the exchange of persons program which pro- | 


motes knowledge and understanding of U.S. ideas, methods, and | 


institutions, and strengthens Austria's ties with the United 
States and the free world, 

30, Continue a limited technical exchange program which 
helps promote economic stability and minimize economic de- 
pendence on the Soviet bloc. 

31. Protect the rights of American citizens under the 
State Treaty and other agreements between the two governments, 
including settlement of claims and restitution of property in 
Austria or provision for adequate compensation, 

32. Seek to counteract and combat Soviet objectives in 
political, psychological, economic, and military fields by 
all appropriate means including an active public affairs 
program, 

33. Seek the cooperation of the Austrian Government 
with the U.S. and its allies on intelligence matters. 

34. Seek Austria's continued cooperation in granting 


asylum and protection to political refugees from the Soviet 
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bloc and Austrian assistance in resettlement or integration 


into the Austrian economy of refugees and displaced persons. a 


Continue to aid Austria in the resettlement of refugees 
through the Refugee Relief Act, USEP and U.S. support of ICEM. 

35. Support Austrian efforts to participate in western 
oriented non-military organizations which would be beneficial : 
to Austria and would strengthen its ties with the free world | 
community. 

36. Encourage Austria to raise and maintain adequate 
armed forces and be prepared to grant additional military 
end-items and other appropriate forms of military assistancc 
These measures should be carried out, keeping in mind Austria's 
declared military neutrality, the importance of assuring 
Austrian internal security, and the importance of avoiding 
Austrian dependence upon Soviet sources of supply. 

37. Support Austrian efforts to assure that the army is 
subordinate to national, bi-partisan control and is not 
allowed to become a weapon which can be used by either party 
against the other, 

38. When political and military circumstances warrant, 
seek the approval of the President to initiate covert planning 
for the use of Austrian forces in cooperation with the West 


in case of attack, 
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March 16, 1956 


MEMORANDUM FOR THE NSC PLANNING BOARD 
SUBJECT: U.S. Policy Toward Austria 


REFERENCES: A. NSC 164/21 
B. NSC Action Nos. 1383, 1368. 1392 
C, NSC Action No. 1507 
D. Memo for Planning Board, March 6, 1956 
BE. Record of Meeting of Planning Board, 
March 12, 1956, item 1 


The enclosed draft statement of policy on 
Austria, prepared by the Board Assistants, is transmitted 
herewith for consideration by the Planning Board at its 
meeting on Thursday, March 22, 1956. 


A staff study based on the "general conside- 
rations" of the previous draft is in preparation and will 
be circulated prior to the meeting for attachment to the 
enclosure. 


The enclosed statement of colicy is intended, 
as finally adopted and approved, to supersede NSC 164/1. 


JAMES S, LAY, Jr. 
Executive Secretary 
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FOR NSC STAFF CONSIDERATION ONLY 7 


(NSC PLANNING BOARD) 
March 16, 1956 


U.S. POLICY TOWARD AUSTRIA 


GENERAL CONSIDERATIONS 


1. The Austrian State Treaty, which came into force on 
July 27, 1955, ending the occupation and reestablishing 
Austria's independence and sovereignty, marked the achievement 
of the major U.S. objective in Austria for the past ten years. 
The price, however, which Austria paid for Soviet willingness 
to conclude the Treaty was a policy of perpetual military 
neutrality and heavy economic obligations to the Soviet Union 
payable over 6 to 10 years. Austria, an integral part of 
free Burope, is a symbol of resistance to the Soviets, 
Austria is strategically important because of its position 
controlling important approaches to Western and Southern 
Kurope, and the Danube gateway to the setellites. Austria 
also constitutes for the U.S. a source of valuable information 
on the Soviet bloc. 

2. Soviet aims in Austria today are primarily to prevent 
close alignment with the West and to draw Austria as much as 
possible into the political and economic orbit of the USSR. 


Moreover, the Soviet Union hopes to use the Austrian example 
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as an incentive to develop neutralism elsewhere. A weakening 
of Austria's stability and pro-Western ties would constitute 
a serious setback for the U.S. 

3. Austria's post-treaty neutrality prevents it from 
entering military alliances or allowing the establishment of 
foreign military bases on Austrian territory. Austrian 
leaders have indicated that Austria is free to accept western 
collaboration in establishing its armed forces and to coope- 
rate with the West in nolitical, economic and cultural fields. 
The United States has encouraged the foregoing Austrian inter- 
pretation of the law in actual practice, both because of U.S. 
objectives in Austria and beceuse of the adverse influence 
which a rigorous interpretation of Austrian neutrality might 
have elsewhere. 

4, Under the Austro-Soviet Memorandum of April, 1955, 
Austria is to seek a joint four power guarantee of Austrian 
territorial integrity. In view of U.S. constitutional and 
political considerations, the U.S. has adopted the policy 
Ntthat the U.S. be prepared to treat any violation of the 
integrity of Austrian territory or neutrality as a grave 
threat to the peace, witnout, however, guaranteeing its terri- 
tory or neutrality except within the framework of the United 
Nations" (NSC Action 1388). 

5. United in resistance to the Soviets, a coalition 


government of the equally powerful Socialist and Conservative 
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People's parties, representing 83 per cent of the vote, has 
maintained political stability in Austria since the war. Re- * 
moval of the common bond of opposition to Soviet occuvation | 
oolicies and the emergence of difficult problems, primarily 

economic, raised by the State Treaty, have exacerbated the 

basic differences between the two narties. However, as long 

es relatively favorable economic and international conditions 
prevail, moderate forces in Austria will remain vigorous 

enough to insure the maintenance of political democrecy end 
Stepilety. 

6. Austria, with the help of nearly w1.4 billion of U.S. 
cid since 1945, is relutively stable and prosperous, though 
inflationary pressures and balance of payments problems are 
present. Economic grant aid, last authorized in FY 1953, is 
not now necessary. U.S. interests still warrant such con- 
tinued economic cooveretion as transactions under PL 480, and 
loans for sound orojects throvgh established lending institu- 
tions. If the indexendence of fustris should be threatened 
by deterioristinz economic conditions, the need may arise for 
making limited U.S. or other resources aveileble to Austria. 
fustria hes reiterated its intention to continue covert trode 
controls. Treaty »rovisions, hovever, orobably will necessi- 
tate further secret Battle Act excentions. Potential ‘ustrian 


denendence on Soviet Bloe trede varrznts continuing attention. 
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7. After the State Treaty become effective, the Austrian 
Government established an Army, using as 2 czdre the Special 
Gendarmerie covertly raised snd trained with vestern assist- 
ance during the occunation, Volunteers and the first draft 
Call anticipated for early 1957 will expand the present 7 ,000- 
man army toward the goal of about 49,909 men, organized into 
9 brigades, 3 tank regiments and a small air Corps. The Army 
is now capable of maintaining internal security, and as en- 
visaged in the future will have at least a limited capability 
to delay Soviet bloc attack tovard key passes into Itely and 
Vestern Europe. Eipartissn civilian control of the urmy is a 
serious Austrian political issue. 

8. The U.S. has provided »ost-treaty /ustria with 422 
million of militery instell. tions und, from a stockpile in 
Burope, %49 million of end-items. A balonce of 4.17.4 million 
remains to be delivered from the stocknile. Also, U.S. 
officers have remained in /ustria at Austrian recuest covertly 
to assist and guide in building the .ustrian Army. However, 
in view of Austria's militery neutrclity, whatever military 
cooperation the “ustrians are willing to enter into with the 
Nest, such as military surface and cir trunsit rights, must 

be carefully and discreetly carried out. any formal sustrian 
commitment for coordinated wartime planning with the ‘'estern 


powers is inadvisable for thé present, because of the Treaty 
and Soviet reaction. 
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9. “Uhile the Austrian Government, now completely re- _ 
sponsible for refugees, has publicly stated its intention to 
provide adecuate protection and care for them, continued U.S. 


and UN assistance is necessary. 


OBJECTIVE 
19, Maintenonce of an independent and stable Austria, 
and encouragement of its continued pro-"Jestern orientation 


end resistence to Communist »ressures end subversion. 


COURSES OF ACTION 
ll. Encourege ‘ustric to interpret its military neu- 
trality in such a wey as to minimize restrictions and permit 
continuance of its Jestern orientation (including the grant 
of ‘Jlestern surface and air transit rights), its close coonera- 


tion with “‘estern powers in all non-military fields, and its 


particination in non-milit.ry organizations of the free world 
community. 

12, Minimize the influence of Austria's neutrality on 
the defense and foreign policies of other free nations, 

13. Seek to discourage Austria from requesting a four- 
pover guarantee of ‘ustria's territorial integrity; and failing 
that, limit any guarantee in which the United States will 
participate to one within the framework of the UN. 

14, Be prezared to treat any violation of the integrity 
of justrian territory or neutrality as o grave threat to the 


peace. 
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15. Encourage the continuance of coalition sovernments 


° 


at least until a single party is capable of providing a stable - 
and democratic government. 
16. Encourage Austria to raise and maintain armed 
forces adecuate for internal security and with a limited 
capability to delay Soviet bloe attack tovard key passes 
into Italy and Western Europe. 
17. Be prepared to grant Austrise military end-items and 
other appropriate forms of military assistance, keeping in 
mind Austria's interpretation of its military neutrality, the 
importance of avoiding Austrian dependence upon Soviet sources 
of supply, and the need for Austria's economic stability and 


growth. 
18. Support austrian efforts to insure that the armed 


forces are subordinate to national, bipartisen control and 
thus are not allowed to become s 1weenon which can be used by 
either party against the other. 

19. ‘when political and military circumstances warrant, 
seek the approvcl of the President to initiate covert plan- 
ning for the use of /ustrian forces in cooveration with the 
Yest in case of ettack, 

20. Seek to maintain justrie's close economic ties with 
the Vest through continued participation in such organizations 
as the Organization for EBuropean Economic Cooperation and 


through such measures, ‘vyhere uppropricte, «as loans for sound 
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projects through established lending institutions and trans- 
actions under both PL 489 and Section 402 of the liutual 
Security Act. To this end, encourage Austria to elimincte 
restrictions which hamper foreign investment and trode with 
the ‘Jest and continue cooperation in East-Jest trede controls, 
recognizing Austria's special situction as a result of obliza- 
tions imposed by the Stute Treaty. 

21. /Promote a provisional counterpart settlement which 
would be in the interest of the ustrion economy and in 
support of general U.S. objectives./* 

22, Continue the exchange of persons program, a limited 
technical assistance program, and an active foreign informa- 
tion program. 

23. Protect the rights of americen citizens under the 


State Treaty and other agreements betieen the tiro governments, 


including settlement of claims and restitution of proverty in 
austria or provision for adecuate compens< tion. 

24, Seek sustria'ts continued cooperution in granting 
asylum and protection to »nolitical refugees from the Soviet 
bloc, end .ustrian assistance in resettlement or integration 
into the iustrian economy of refusees and disyvlaced persons. 
Continue 2s appropriate to assist in the resettlement of 
refugees through the Refugee Relief Act, United States Excapee 
Program end U.S. support of the Internations1 Commission for 
Europeen Migration. 

*Treasury proposes deletion. 
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25. Seek the cooperation of the Austrian Government ‘ith j 


the U.S. and its allies on intelligence matters. 
26. Oppose and seek to counteract Soviet objectives in 


political, psychological, economic, and military fields by 


all appropriate means, 
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March 20, 1956 


MEMORANDUM FOR THE NSC PLANNING BOARD 
SUBJECT: U.S. Policy Toward Austria (Staff Study) 


REFERENCES: A. NSC 164/1 
B. Tee for NSC Planning Board, March 16, 
a 


The enclosed draft staff study on the subject, 
prepared by the Board Assistants on the basis of the "general 
considerations" of the initial State Department draft, is 
transmitted herewith for the information of the Planning Board 
in connection with its consideration of the subject on Thurs- 


day, March 22, 1956. 


JAMES S. LAY, Jr. 
Executive Secretary 
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FOR NSC STAFF CONSIDERATION ONLY 


(SC PLANNING BO..RD) 


Austria’s Importance 
l. <Austrie's successful struggle to prevent Soviet domi- 
nution of its economic and political life during ten years of 


military occupation culminated in the signature and ratifica- 


tion by the occupation novers and Austria of the State Treaty 
re-establishing its independence cand sovereignty. austria 
remains as a symbol of resistance to Soviet occupation and , 
pressures and to Communist subversion. In view of past ex- 

tensive \Jestern support of Austria and Austria's fundemental 

vestern orientation, maintenance of .justric's independence 


and territorial integrity as well cs its pro-Vestern attitude 


2 
) 
| 
| 
| 
is of great importance. Austria is strategically important 
because of its position controlling imsortunt approaches to 

Vestern and Southern Europe and the Denube gatevay to the 

satellites, Additionally, a weakening of Austria's internal, 

political and economic stability which vould augment Soviet- 

Communist influences in Austria vould constitute # serious 
setback for U.S. security and political objectives. Finally, 


the influence of Austria on the central Buropean area in 
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Zeneral could be important and Austria’: oP eae 


neutrality could have a significant influence on Germany. 


Current Soviet Policy Aims in_justria 
2. Austria is of importance to the Soviet Union not only 
because of its strategic geographical location but also as a 
testing ground for Soviet aims to encourage the development of 
neutralism in Burope and elsewhere. Soviet current objectives 
in Austria today are primarily in the political and economic 
fields where it hopes to prevent close alignment with the Vest 


and to increase political and economic ties with the Soviet 
orbit. 
Austrian Treaty 


3, The Austrian State Treaty which came into force on 
July 27, 1955, marks the achievement of the major U.S, objec- 
tive in Austria for the past ten years, The treaty is in 
many vays a more just and satisfactory document than the 
draft as it had stood since 1949 (clauses eliminated included 
those (1) limiting the size of the armed forces (2) providing 
a possible basis for Soviet-Satellite intervention in Refugee 
matters, and (3) providing for prolonged Soviet control of ex- 
German assets in Eastern Austria), On the other hand, the 
price which Austria had to pay for Soviet willingness to con- 
clude the State Treaty is reflected in the Austro-Soviet Memo- 
randum of April 15, 1955 in which Austria egreed to follov a 
policy of perpetual neutrality and agreed to nay the Soviet 
Union 415) million over 6 years for the return of the former 


of oil annually 
Soviet-controlled industries and to deliver one million tons/ 
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over 10 years for the return ef the vil fields. Austria has : 
already paid $2 million for the return of the Danube Shipping 
Company. Implementation of the provisions of the State Treaty 

and such related documents as the Austro-Soviet and Vienna 
Memoranda will continue for some time to require attention 

by the United States and its allies, 

Political 


Neutrality 
4. Pursuant to the Austro-Soviet Memorandum signed 


April 15, 1995, the Austrian Parliament passed a Neutrality | 
Law which came into effect on November 5, 1955. This law 
amended Austria's Constitution by a proscription on entering 
military alliances or permitting the establishment of foreign 
military bases on Austrian territory. At Austria's request, 
the former occupation powers and over forty natiens have 
recognized Austria's status of neutrality. In submitting the 
Neutrality Law to Parliament, the Austrian Government called 
attention ta‘the fact that it was limited to the military r 
proseriptions specifically set forth in the law, Austrian ! 
leaders have stated publicly that the Austrian people have | 
no obligation to ideclogical neutrality, and have indicated 

that Austria considers itself free to accept western collabo- 

ratién in the establishment of its armed forces and to continv 

clese cooperation with the West in the political, economic anda 


cultural fields. However, Austria's policy cf neutrality wil” 
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be defined only by its evolution through application to e 
specific preblems as they arise. Thus far there have been 
evidences that some Austrian leaders are reluctant, in 
practice, to make their pro-western stand too svert, and 
Soviet pressures may be expected to be employed to broaden 
Austria's neutrality as far as possible. 

5, The United States has endeavored to encourage 
Austria to interpret its neutrality policy as being limited 
te those military restrictions expressed in the Austrian 
Neutrality Law, Such a construction eof neutrality would 
permit close Austrian cooperation with the West in non- 
military fields (bath in direct relationships and by partici- 


pation in Western oriented international organizations), It 


would also permit certain types of military assistance and 
cooperation such as the furnishing of equipment for the 
Austrian Army and the granting of certain military surface 
and air transit rights by Austria to the United States, How- 
ever, whatever military cooperation the Austrians are willing 
to enter into with the West must be carefully and discreetly 
carried out in order to avoid official charges of violation 
of Austrian neutrality or possible Scviet-Communist counter 
Measures. 


Guarantee of Territorial Integrity 


6. The Austro-Soviet Memorandum of April 1955 provides 


that the Austrians will seek a joint four power guarantee of 
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Austrian territorial integrity by the four former Soeceyins 
powers and that the Soviet Union will participate in such an 
agreement. Both constitutional and political factors limit 
the extent to which the U.S. and its western allies can go 

in participating in any such guarantee, Because of these 
limitations, the NSC on April 28, 1955 recommended "that the 
U.S. be prepared to treat any violation eof the integrity of 
Austrian territory or neutrality as a grave threat to the 
peace, without however guaranteeing its territory or neutralii 
except within the framework of the United Nations" (NSC 
Action 1388). Not only do the constitutional end political 
limitations which existed at that time still apply but 
assurances regarding Austria's territorial integrity have 
since been provided by the terms of the Austrian State Treaty 
and by Austrian membership in the UN. Although the Soviets 
do not appear to have pressed this question, the Austrians 
have aoproached the Western powers informally indicating that 
they still desire a guarantee. Meanwhile, the U.S., France 
and UK have been discussing this problem with a view to 
arriving at a coordinated tripartite pelicy to serve as a 
basis for informal discussion with the Austrians. 


Coalition Stability 


7. United in resistance to the Soviet danger, a coali- 
tien of the Socialist Party and the conservative People's 


Party has maintained, since the war, a supstantial degree of 
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political stability in Austria. The cq MT sce, > 
representing 83 percent of the vote clmost equally divided 


between them, have shared power since 1945 despite their 
traditionally strong ideological and historical differences. 
During the post-war period, the Socialists have become less 
anti~clerical and have modified their position on nationali- 
gation of industry. The traditionally Catholic People's 
Party, at the same time, has modified its extreme clericalism 
and has accepted a considerable degree of State ownership of 
major industries. The two parties, nevertheless, continue to 
maintain essentially different philosophies in the economic 
and social fields, The removal of wn immediate common danger 
and the necessity to solve difficult problems, primarily 
economic, raised by the State Treaty have, in fact, heightened 
tensions between the two parties. On the other hand, con- 
tinued support by the leaders of both parties for a coalition 
government may facilitate the solution of important but 
currently deadlocked, economic and political problems, after 
the May 13, 1956 elections. 

Economic 


Internal Stability 
8, With the assistance of nearly $1.4 billion of U.S. 


aid in various forms since 1945, the Austrian economic situa- 
tion has progressed from one of chaos to relative stability. 


The demands of an expanding economy have been covered lately, 
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however, by increasing imports more rap ea miliee ores 
by drawing on the foreign exchange reserves which were built 
up from 1952 to late 1954. By these means and by measures 
to cut back public expenditure and to restrict commercial and 
consumer credits, inflationary pressures have so far been 
fairly well contained. Austria is now also faced with the 
burdens of (1) obligations to the USSR specified in the Treaty 
and related agreements, (2) the annual loss of $45-$50 million 
in foreign exchange from the occupation forces, (3) the costs 
of establishing national armed forces, and (4) a continuing 
deficit in foreign trade, which began even before the effect 
of these new burdens was felt. The net accrual of foreign 
exchange to Austria from oil properties and industries 
formerly operated by the Russians, a high level of tourism, a 
stable demand for Austrian exports, and various programs 
already under way, together with Austria's own efforts, will 
probably permit Austria to meet its obligations. Continued 
economic stability in Austria can therefore probably be main- 
tained, provided general European and world economic condi- | 
tions do not deteriorate and the Austrian government continues 
successful in containing inflationary pressures. 

9. No U.S. economic grant aid has been authorized since 
fiscal year 1953, but, of course, deliveries continued for 
some time thereafter, There is nev .o need for economic grant 


aid to Austria. Tne United States, however, is continuing 
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economic cooperation with Austria throu,.. vsausuctrons under 
PL 480 and Section 402 of the Mutual Security Act as well as 
through Ex-Im Bank loans and U.S. support for IBRD loans, 

The United States has also continued a small technical assist- 
ance program in Austria. If the freedom and independence of 
Austria should be threatened by deteriorating economic condi- 
tions, the need may arise to make limited U.S. or other re- 


sources available to Austria. 


Kast—Jest Trade 


10, Although in part occupied by armed forces of the 
Soviet Union, Austria cooperated covertly with the United 
States on East-West trade controls during the occupation 
period. Secret Battle Act exceptions have been granted to 
Austria for some prior commitments and shipments by the former 
Soviet operated firms in Austria, The State Treaty returned 
the former Soviet operated firms to Austrian control, but the 
compensation due the Soviets for their return will probably 
necessitate some further shipments of embargo items and 
further secret Battle Act exceptions, Although internal 
political pressures have resulted in the lapse of the Austrian 
foreign trade law, Austria has reiterated its intention to 
continue covert cooperation on trade controls. The enactment 
of a new foreign trade law might be difficult without high- 
lighting Austria's cooperation on tezce control, Before World 


War II, Austria had extensive trade with the countries of the 
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Danube basin and even after the war was a major importer of 

coal and grains from the Soviet bloc, U.S. economic grant os 
aid and later a relatively favorable foreign exchange posi- 

tion, however, enabled Austria to avoid economic dependence 

on the Soviet bloc, Austria's shipments of goods to the 

Soviet Union in fulfillment of the heavy Treaty obligations 

and exports of former Soviet-controlled firms to the Soviet 

Union again raise the issue of minimizing Austrian dependence 


on trade with the Soviet bloc. 


Defense 


Austrian Army 
ll. After the negotiation of the State Treaty, legisla- 


tion was passed by the Austrian Parliament establishing an 
Austrian army. The special Gendarmerie of about 6,700 men, 
which had been covertly raised and trained with western 
assistance during the occupation, became its cadre. To date 
Austria has not raised any forces in addition to these men 
from the Special Gendarmerie. Many of these men, of whom 
almost tyvo-thirds were NCOfs and officers, underwent an in- 
tense cadre training program during July, August, September 
1955 in which U.S, officers participated, Although passage 
of the army pay law has been delayed, the Austrians plan a 
volunteer enlistment drive which they hone (probably over- 
optimistically) will double the present army strength. Volun- 


teers are to be trained whenever possible as specialists or 
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potential officers and NCO candidates. The first draft call 


was originally scheduled for June 1956, but a more realistic 
appraisal is early 1957. 

12. Volunteers and draftees will ultimately expand the 
present 7,000-man army toward the goal of about 40,090 men, 
organized into 9 brigades, 3 tank regiments and a small Air 
Corps. The length of military service is a scant nine months, 
a hard-won compromise between the Feoplets Party and the 
Socialists. The defense budget for calendar 1956 is approxi- 
mately $19 million, Austrian military planners estimate that 
the defense budget will eventually be 10 percent of the total 
Federal budget or about $77 million a year. The Austrian Army 
is now capable of maintaining internal security, and as en- 
visaged in the future will have a limited capability to delay 
Soviet bloc attack toward key passes into Italy and ‘/estern 
Europe. 

13, Austria has enacted legislation providing for a 
national army under bipartisian civilian control. Both coali- 
tion parties clearly recall the days of private political 
armies which clashed in civil war before the German annexa- 
tion of Austria, and they have provided for varticipation of 
both parties in the formulation of military policy. Neverthe- 
less it has proven difficult to carry out this provision to 


the satisfaction of the two parties in the coalitioa., 
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Foreign Military Assistance 


14, In addition to $22 million of financial aid for the “ue 
Special Gendarmerie and $22 million of military installations 
which were turned over to the Austrian Government at the end 
of the occupation, the United States has transferred $40 
million worth of arms and equipment to the Austrian Army since 
signature of the Treaty. A balance of $20.2 million from the 
stockpile established pursuant to previous NSC decisions and 
located in Europe remains to be delivered. This figure in- 
cludes a small amount of excess stocks, and earmarked funds 
for packing, handling and transportation (see Financial 
Appendix), The French Government provided the new Austrian 
Army with some captured German infantry weapons and a few 
anti-tank and anti-aircraft guns, The Soviets gave the 

light and 
Austrians a modest number of/heavy weapons, some tanks and a 
few aircraft. There is no indication that the Austrian Govern- 
ment wishes to obtain additional equipment from the Soviets, 
and Austrian efforts to obtain equipment in the ‘Jest indicate 
that they wish to avoid becoming dependent upon Soviet sources 
of supply. 

Combined Planning 

15, During the occupation of Austria, the three western 
powers cooperated with the Austrian Government in the "covert 
training of the Special Gendarmerie, and five U.S, officers 


have remained in Austria at Austrian request to give assistanr. 
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and guidance in building the Austrian Army. Present close U.S, 
cooperation with Austria on its military training and organi- 
zation, as well as consultation on end-item needs is continu- 
ing. At this time it would be inappropriate to attempt to 
obtain any formal commitment from the Austrian Government on 
coordinated wartime planning with the western povers in view 
of Austria's constitutionally adopted policy of military 
neutrality. Current NSC policy (NSC Action 1388 of April 28, 
1955) provides that no commitment should be sought from the 
Austrian Government for covert military planning until 
authorized by the President. Although plans for cooperation 
between Austrian and western forces in case of attack would 
be advantageous from the military standpoint, the problems 
posed by Austrian military neutrality make any decision to 
initiate such planning an extremely delicate one. 
Refugees and Bscapees 

16, ‘Jith the coming into force of the State Treaty, the 
Austrian Government assumed complete responsibility for refu- 
gees which had hitherto been reserved to the High Commissioners 
of the oceupying powers in their respective zones. At this 
time, the Austrian Government publicly reiterated its inten- 
tion (1) to continue the policy of extending political asylun, 
(2) not to allow involuntary repatriation, and (3) to carry 
out fully its obligations under the Geneva Convention on the 


protection of Refugees to which Austria is a party, Although 
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there was some initial concern about the attitude of the 
Austrian Government among refugees, the st.tements made by 
the Austrian delegate at the International Commission for 
European Migration and various measures now being implemented 
by the Austrian Government have been encouraging. The burden 
created by the refugee problem and Soviet-Communist repatria- 
tion pressures create problems in this field for the Austrian 
Government which the U,S. can continue to help meet through 
its official and private national organizations as well as 
through international organizations concerned with care, main- 


tenance and resettlement of Refugees and Escapees. 
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MEXONAMDUN POR MR, WILLIAM E. FOLLY 
Department of Justice 


SUBJECT : U. S. Policy Toward Austria 


REPSTRENCHE ¢ HSC 5603 


fares 


The Planning Board yesterday coapletcd action on a revised 
statement of policy on Austria, copy of which is enclosed herewith, 


A copy of the enclosed paper is heing sent to the Attorney 
General in view of the previous nertieination of the Denartuent of 
Justice in ccnsideration of problens reloted to continued aid to Austria. 


In addition to this asrect of the enclosed paper, there was 
also considerable discussion at the Planning Reard meting of the new 
final clause cf paragraph 1) of the enclosed policy statement, dealing 
with the possibility of "a tripartite western declaration supporting 

: Austria's political and territorial interrity". In view of pessible 
(. constitutional or other lecal focters involved in this aather, tt 

would be appreciated if you would have the apnropriate reople in the 

Departnent of Juslice take a lock at this propesed policy prior to 
Council consideration, which is tentetively scheduled for April 5, 
1956. A brief discussion of this rrononal srepared by the Stote De- 
partrent is also contained in the staff study in the enclosurc. T 
would sugrest if your people have further questions aba.t this matter, 
you arrange through Harry Schwarte for thet to dleovss i with the an- 
prorriate people in the State Derartrent. 


If your study of this prevosal rreiges major questions con~ 
cerning the polley, we would aprreciate being advised in advance of the 
Council meeting, possibly with a view to further Planning Board con- 
Sideration. Otherwise, it is suscerted that the AtlLorney General might 
make any coments he wishes on this nattor at the Council meeting. 


JAMES = ° LAY, Js 


CCi Me, (deseo ixecutive Secretary ‘ 
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October 24, 1958 


MEMORANDUM TO: Mr, James S, Lay, Jr, 
Executive Secretary 
National Security Council 


SUBJECT: OCB Report on Austria (NSC 5603) dated October 22, 1958 


The attached Report by the Operations Coordinating 
Board on United States policy toward Austria (NSC 5603) dated Oc- 
tober 22, 1958 and covering the period from January 29, 1958 through 
October 22, 1958, was concurred in by the Board on October 22, 1958 
for transmittal to the National Security Council, 

U.S, policy in relation to Austria (NSC 5603) has been 


found to be consistent with the Basic National Security Policy (NSC 


5810/1). 
é oe 
f] aa 
LEW byrne 
y M, Melbourne 
Acting Executive Officer 
Attachment; 


10/22/58 Report on Austria, 
(NSC 5603), 
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October 22, 1958 


OPERATIONS COORDINATING BOARD 
REPORT ON AUSTRIA (NSC 5603) 


(Policy Approved by the President, April 7, 1956) 
(Period Covered: From January 29, 1958 
Through October 22, 1958 ) 


A, SUMMARY EVALUATION 


1. United States activities have assisted Austria to maintain its 
freedom, independence and internal stability. Austria's interpretation 
of its neutrality policy is generally favorable to the U.S., but not ex-~ 
clusively so. In July, for example, Austria temporarily prohibited all 
overflights of military aircraft over western Austria, thus adversely 
affecting U.S, interests (see paragraph below on "Overflights",) During 
the period under review, the Austrian government has pursued a more 
independent foreign policy than heretofore. 


2 The U.S, has succeeded in keeping American programs out of 
partisan politics and informally stressed the achievements of the Austrian 
coalition government and the stability it has fostered, U.S, assistance 
to Austria is now limited almost exclusively to military aid, and U.S, - 
Austrian cooperation in the build-up of the Austrian Army to approved 
force levels has continued, 


3. The Austrian economy continued strong during the period under 
review, Austria is demonstrating keen interest in the establishment of 
the European Free Trade area, A limited technical exchange program, 
surplus commodity sales, and aid to refugees, as well as influence 
exerted through normal diplomatic relations and information activities, 
have contributed to the advancement of the aims of U.S, policy. PL 480 
and counterpart loans, as well as the technical assistance program, have 
contxibuted to rehabilitation of the former Soviet occupied zone, Al- 
though Austria continues to cooperate on East-West trade controls, there 
are strong pressures for an increase in East-West trade, particularly 
with Communist China, 


4, <A review of policy is not recommended, 
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B, MAJOR OPERATING PROBLEMS OR DIFFICULTIES FACING 
THE UNITED STATES 


5. Protection of Property Rights of American Citizens, 


a Oil claims, The Socony Mobil Oil Company, the major 
American claimant under the Vienna Memorandum, is currently satis- 
fied with the progress in its negotiations with the Austrian Government 
for settlement of its claims arising out of ownership with Shell of the 
major pre-war oil producing fields and important refineries in Austria, 
Although the oil company claim has been a major problem in U.S, - 
Austrian relations, the company anticipates that a satisfactory settle- 
ment will be reached by the end of 1958, Other claims have either been 
settled or are in the process of settlement. 


b. Persecutee claims, The Austrian Government has agreed 
to settle certain categories of claims of former persecutees under 
Article 26 of the Austrian State Treaty and has enacted or promised to 
enact legislation to carry out its agreements, Moreover, the Government 
has proposed a lump sum settlement of $5 million for other categories, 
principally bank accounts and securities, The persecutee organizations 
have been studying the proposal and apparently are inclined to favor it, 
although they, would like to see the sum increased, 


c. Status of U.S, action on persecutee claims, Negotiations 
on the persecutee claims with the Austrian Government will resume in 
October 1958 and the prospects of a settlement seem encouraging, 


6, Austrian Assets in the United States, The Attorney General 
approved a revised text of a treaty to return certain Austrian assets in 
the United States vested during the war,in accordance with the U.S, un- 
dertaking in Article 27 of the Austrian State Treaty. The Austrian Gov- 
ernment is expected to approve signature of the Treaty in approximately 
its present form, which does not vary greatly from the text initialed by 
an Austrian delegation in October 1957, Ratification of the treaty will 
remove a long standing irritant in Austrian-U,S, relations, 


: , 7  OQverflights, The Austrian Government made a public protest 

a of the U.S, overflights in mid-July in connection with the transport and 
supply of American troops enroute to Lebanon, allegedly because of public 
alarm in Western Austria but probably principally because the overflights 
immediately preceded Chancellor Raab's trip to Moscow, where he hoped | 
to obtain substantial concessions on Austrian deliveries under the State } 
Treaty. No protest was actually made tothe U.S, After a bricf 


: 
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prohibition of all military overflights of western Austria, Austria : 
adopted stringent requirements on overflights which nevertheless are . 
more liberal than Swiss rules, Austria has recently agreed to permit 
overflights of troop trausports returning from Lebanon, The U.S, is 

secking to return to overflight arrangements existing before mid-July, 


NOTE: See latest National Intelligence Estimate, NIE 25-55, dated 
August 23, 1955, entitled "Outlook for an Independent Austria", 


Attachments: 
Annex A ~ Additional Major Developments 
Financial Annex 
Pipeline Analysis 


-3- SECRET 


4 


Ae seme og» 
a aia cree 


DR et ne NE eg 


< 


Ste. N 
NARS, Date 2/4 [42 


ADDITIONAL MAJOR DEVELOPMENTS 


8 Chancellor Raab's Visit to the U.S, The Chancellor's conver-~ 
sations with the President and the Secretary of State in May convinced 
him that it was important to reach settlements of outstanding claims 
of American citizens, Progress on the oil claims was noted immediately 
after the Chancellor's return, and it was the Chancellor who suggested 
the lump-sum settlement of remaining persecutee claims which may 
be accepted by the persecutee organizations, The Chancellor's advocacy 
of the prompt return of Austrian assets in the U,S, contributed to inter- 


agency agreement on this issue, 


9. Belgrade Danube Convention, Chancellor Raab's visit to 
Moscow in July resulted in the announcement that Austria would adhere 
to the Belgrade Danube Convention, despite previous assurances by the 
Foreign Minister that Austria would not take any action without prior 
consultation with the U.S., U.K., and France, The United States has 
decided not to join with the U, K, and France in any further effort to 
dissuade Austria from reversing the announced decision to join the 


Commission, which regulates navigation on the Danube, 


10. Austria's Compensation Deliveries to USSR, Of significance 
to Austria was the Soviet decision not to cancel any compulsory Aus- 
trian oil deliveries under the State Treaty but in effect to increase the 
amount of crude oil available to the Austrian economy by agreeing to 
ship 500, 000 tons of Soviet crude annually to Austria, or half the amount 


of the annual compulsory deliveries, 


ll, PL 480 Title I Proprams Terminated, The last PL 480 Title I 
program worth $14, 7 million was signed on May 10, 1957, and Austria 
was informed that no program was contemplated in FY 1958 because of 
higher priorities elsewhere and Austria's favorable economic situation, 
During his Washington visit, Chancellor Raab reiterated the Austrian 
request for a further PL 480 Title I program, After consideration of 
his request, Austria was informed that no further program was contem-~ 


plated, 


12, International Loans to Austria. Indicaticne of Austria's sound 


financial and economic situation during the period under review were 
(a) the conclusion of a $12 million two year loan by six New York banks 
to the Austrian Government to hasten the completion of Austria's 
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super~highway between Salzburg and Vienna a a 
first post-war dollar bond issue by the Austri__ ~~. -..uu0u1 an tne 

American market for approximately $30 million, Other loans were a : 
$10, 8 million IBRD loan to provide capital for the modernization and = 


expansion of 11 private industrial enterprises in Austria and a short 
term $12 million EX-IM Bank credit to two Austrian banks to finance 


the purchase of cotton in the U,S. 


13, Military Build-up, The FY 1959 Military Assistance Program 
for Austria has not yet been determined, Military assistance to Austria 
is based on a confidential understanding with the Austrian Government 
that the United States will assist Austria in the build-up and equipping 
of its forces and that Austria will thereafter provide the maintenance 
and support costs. Previous programs,and the presently planned program 
for FY 1959 will, for all practicable purposes, fill the highest priority 
requirements except for general purpose vehicles, It is anticipated 
that the FY 1960 program will be much smaller and fulfill essential 


but lower priority equipment deficiencies, 


14, East-West Trade, The redefinition of Battle Act lists on 
August 15, 1958 removed copper from embargo control, thus eliminating 
the need for Battle Act exceptions on future shipments of copper to the 
USSR under the Compensation Agreement arising out of the State Treaty. 
The redefinition of rolling mills also mitigates the problem posed by the 
rolling mill quotas in the Compensation Agreement, The revision of the 
list should help the Austrian Government to withstand pressure to abandon 


cooperation with the U.S, on trade controls, 


15. Refugees, 


a Hungarians, Of the 180,000 Hungarian refugees who entered 
Austria after October 1956, 15, 628 were in Austria in September, 1958, 
of whom only 6, 746 were living in camps. On January 9, 1958 the 
Austrian Government reported 18,985 Hungarian refugees in Austria 
and 8,551 in camps, To stimulate the movement of Hungarians from 
Austria, the U.S, has reserved 3,000 visa members under Section 15 
of PL 85-316 and made them immediately available under a modified 
processing procedure, This action has resulted in acceptance by Canada 
of 900 additional Hungarians, by Australia of 1,000 more and by Switz- 
erland of 150 more, Remaining funds from the special PL 480 Title II 
sales program of approximately $10 million worth of surplus agricultural 
commodities are sufficient to assist the Austrian Government in care 
and maintenance of Hungarian refugees through FY 1959, 
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be Yugoslavs, Although in January 16 

that there were 9,000 Yugoslav refugees in Au&..sa, vy oeptember 1458 
there were only 5,257 of which 2,928 were in camps, A significant 
factor in the apparent decrease may have been the adoption and imple- 
mentation by Austria of much stricter screening criteria under which 
considerable numbers of Yugoslav refugees have been repatriated, The 
U.S. will follow the Yugoslav refugee situation closely with a view to 
acting as appropriate toward encouraging the continuation of asylum for 
all bona fide political refugees, keeping in mind, however, the 

limitation on assistance for Yujoslav Refusrees set forthin NSC 
5706/2 which reflects the limited extent of U.S, interest in the Yugoslav 
refugees in relation to the basic objective of reducing the total problem 
of refugees, The U.S, is negotiating a direct feeding program for Yugo-~ 
slay refugees in camps through PL 480 Title II valued at approximately 


$680, 000 at CCC costs, 


16, Austria inthe UN. The voting record of neutral Austria in 

the 12th UN General Assembly was more like that of the U.S, than that 

of any other European member country and compared favorably with the 
records of many Latin American countries, Austria voted with the U.S, 

on 26 out of 32 roll calls, and in no case did Austria vote with the USSR 
against the U.S, Austria abstained on the Chinese representation question 
in the 13th General Assembly, as did three NATO countries, Greece, Ice- 
land, and Portugal, The vote of Austria, a neutral country recognized by 
the United States, was more favorable to U.S. interests in the matter than 


the votes of two NATO allies, Norway and Denmark, 


17, World Youth Festival in Vienna in 1959, In March 1958, the 
Austrian Government agreed to permit the World Youth Festival, a Com- 
munist sponsored event, to be held in Vienna in the summer of 1959, 
Although Austria will be the first western country to act as host for such 
a meeting, other large international communist meetings have been held 


in western countries such as Sweden, 
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XPENDITURES AND DELIVERIES - CERTAIN U.S, ACTIVITIES 


FY 1959 
Activity FY FY 1958 (Est, as of 
1957 Estimated 10/7/58) | 


Military Assistance(see footnotes al,b/, 
and c/ in Pipeline Analysis) 


Economic Assistance 


(Technical Assistance 


Information Services 


Educational Exchange 
| Total 


IMAP Sales of Mil. Equip't. & Svcs. 


MAP Offshore Procurement Pay'ts, - 


- (Defense expenditures entering nto 
intern't'l, balance of payments, ) 


lOther U.S, Gov't, Payments (affect- 

ing intern't'l. bal, of pay'ts. - mil, 
& civ. pay, construction, procure't, | 
of U.S. mil, supplies & equip't, ) 


LOANS 


‘During Period:10/31/57~-8/31/58 Asof August 31, 1958 
|Dieburse~ Repay~ New Loans |Undisbursed Outstanding | 
ments iments Authorized !iCommitments: Debt 


| 53,8 
31.0 ' 49 | 


19,3 i417 10, 8 


x-Im Bank} 2,1 24 = 45 
rhs 
PUBLIC LAW 480 AGREEMENTS : 
Amount Est.% Major Use of Local Currency| 
Title (millions) Delivs, Commodities or Other Comment |! 
Econ, Dev. | U.S. Uses 
{30/54 II 2.3 100 Corn, (For Danube flood rclie 
I 6,1 100 Corn,tobacco, coten, 1,5 4,6 
I 22.4 100 Wheat, foecg rai 14,5 8, 
fton niobate ce Land, 
dried & canned 
Mat Cc CO ecce, | 85 Corn. (aul for Hungar, refuge 
esfeah wer het sn, ) 
. 0 . 
: ac 9 nea fogs Hs ma 
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PIPELINE ANALYSIS, MUTUAL SECT J py NARS, Date_ 2/4/47? 
(In millions of Dollars) nin 
AUSTRIA 
MILITARY ASSISTANCE:2/ 1/1 ¢/ a 
Carryover vs 
Programs Deliveries at end of period 
Prior to FY '57 62, 0} - - 
FY 1957 11,0, Seer eeu. seems 41.6 - 
FY 1958 25. - 57.2 
FY 1959(Estim,) 13,2 18, 4 52.0 
ECONOMIC ASSISTANCE(Joint Control Area Funds and Prior Titles): 
Carryover : 
Obligations Expenditures at end of period | 
Prior to FY '57 723.5 723, 5 - 
FY 1957) , 
FY 1958) ~ No economic assistance was obligated in 1956, ! 
FY 1959) 7 1957 and 1958, FY 1955 being the last year economic 


TECHNICAL ASSISTANCE: 


Carryover 
Obligations Expenditures at end of period 
Prior to FY '57 28 1.7 25 
FY 1957 02 3 4 
FY 1958 se 3 3 


FY 1959 (Estim,. ) ol 3 el 


on a country or non-country basis, with the exception of the value of ex- 
cess stocks, and cost-sharing programs, (In the MAP programming 
process, country programs include such items as materiel and equip- 
ment, training and dollar costs of consumables and construction. 
Non~country programs include items such as packing, crating, hand- 
ling and transportation; spare parts; cost of rehabilitating excess stoclzs; 
and advanced weapons, ) 
b/ - Excludes $15, 5 million programmed from stocks excess to U.S, Ser- 
vice or other MAP requirements for FY 1950-59, of which $4, 5 million 
hi is estimated to be delivered through FY 1959, 
* c/ - This table represents a substantial refinement of previous MAP finan- 
cial data contained in earlier OCB Progress Reports, The cumulative 
delivery information through FY 1958 is based on a recent special study | 
of MAP deliveries to Austria which, while not prepared on a fiscal year 
| 
i 


a/ ~ Includes value of all grant military assistance, whether programmed 


basis, gives the most accurate overall delivery data available. 


Bn 


SECRET 


1 
i 


od 3 | : 
} .. 


~ 
+e 


_, SaAIQUY WNOLLYN, AHL LY O39nd0udaY 


aoa 
Pea iy 
12958, Su bs fo a 


N 5 
= aie NARS, Date 2/4/47 


— ansain 


September 8, 1959 


MEMORANDUM FOR: Mr. George Becker, 
Department of Conmerce 


SUBJECT: U. 8. Policy Toward Austria 


, 


REFERENCE: NSC 5603 


at Putsuant to Mrs. Meadows' telephone conversation 
of August 27, 1959, the attached excerpts from NSC 5603 are trans- 
mitted herewith for the information of the Secretary of Commerce. 


a 
On the same date, Mrs. Meadows requested a copy 


a of NSC 5911. This document 1s not available for release, because 


it has not been approved. 


] JAMES 8. LAY, JR. 
Executive Secretary 
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EXCERPTS FROM "U. &. POLICY TOWARD AUSTRIA" (NSC 3 ; 
i. 
| 


OBJECTIVE 


21. Maintenance of an independent and stable Austria, and encour- 
i agement of its continued pro-Western orientation and resistance to 
Cammnist pressures and subversion. 


COURSES OF ACTION 


i2. Make all feasible attempts to influence Austria to interpret 
ite military neutrality in such a wy as to minimize its restrictions 
and permit (a) continuance of its Western orientation, (b) the grant- 
ing of surface and air transit rights to the U. 5., (c) its close co- 
operation with Western powers in ell non-military ficlds, and (d) its 
participation in non-military organizations of the free world commm- 


: ity. 


313. Minimize the influence of Austria's neutrality on the defense | 
and foreign policies cf other free nations. 


ey 
LN 


18. Be prepared to grant or sell to Austria militery end-itens 
and other appropriate forms of military assistance, keeping in mind 
Austria's interpretation of its military neutrality, the importance 
of avoiding Austrian dependence upon Soviet sources of supply, and 


the need for Austria's economic stabllity and growth. 
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21. Seek to maintain Austria's close economic ties with the West 
through continued participation in such organizetions as the Organt- 
zation for European Economic Cooperation and through such measures, 
where appropriate, as loans for sound projects through established 
jending institutions, transactions under both Public Law 480 and tri- 
angular transactions under Section 402 of the Mutual Security Act, 
and a limited technical assistance program. To this end, encourage 
Austria to eliminate restrictions which hamper foreigm investment 
and trade with the West and continue cooperation in East-West trade 
controls, recognizing Austria's special situation as a result of 
obligations imposed by the State Treaty. 


a2. Continue the exchange-of-persons program and en active for- 
eign information program. 


23. Protect the rights of American citizens under the State 
oo Treaty and other agreements between the two goverments, including 
| settlement of claims and restitution of property in Austria or pro- 
vision for adequate compensation. 


24, Use all feasible measures to secure Austria's continued 
cs acceptance of responsibility in granting asylum and protection to 
m political refugees from the Soviet bloc, and integration into the 
Austrian economy or Austrian cooperation in resettlement of refu- 
gees and displaced persons. Continue as appropriate in U. S. in- 
terests to assist in the resettlement of refugees through U. S. or 
international agencies. 
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MEMORANDUM FOR: Mr. James 5S, Lay, dr. 
Executive Secretary 
National Secaurity Council 


| 
| 
SUBJECT: Appraisal of U. $8. Policy:Towurd austria (NSC 5603) | 
| 


At their meeting on November 25, 1959, the Board noted 
that the OCB working group had reappraised the subject policy 
and coneurred in the judgments that there is no need for the 
National Security Council to review the NSC policy toward 
Austria, dated April 7, 1956, nor are there any developments 
of sufficient significance to warrant sending a Report to the 


| NSC. Pinal interagenoy clearance of paragraph 9 of the Report 
on Austria was obtained on February 2, 1960. 
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Bromley Suith 
Exacutive Officer 
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/, Austria's engpfitin by eele to srevent Soviet dominntion of its , 
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economic and politseal Jife during ten yeare af military cectmation culminated 
in the signature and ratifiention by the oecunation powers and Austria of the 
State Treaty re-astrblishing its independenoe end eovercignty. Austria 
resaing ag a symbol of resistence to Soviet oecunstion and pressures and to 
foxtetaCommniet subveraion, In view of nest extensive Western sunport of 
Austria and Austria's fundsmental Western orientation, maintenence of Auntria's 
dudependence and territorial integrity aa well as ite vro-Yestern attitude is 
of grent importance, In addition, Auetria ie atrategically Imvortant becruse | 
of its vital pouition controlling immortent approachen to Southern Purope 
and the Denube getewsy to the satellites. Finally, a weekening of Austrie's 
{ntérnal, political and economic atability which wauld sugment Soviet- 
Communiet influences in Austria would constitute a serious setback for U.S. 
security ond polities] objectives. 
<---—-B— Current Soviet Policy Aims in Anstria 

A, Adatrda is of imrortance to the Soviet Union not only because of ite 
inportant. geographical location tut also ne a testing ground for Soviet ning | 
to encourage the development of neutrsolism in Europe and elaewhere. Soviet . , 
current ohjectives in Austria teday are vrimarily in the politics] and economic 
fields where it hopes to prevent close alignment with the West and to Incresee 
oolitiaal and economic ties with the Soviet orvit. 
én Aust rion Treaty 

3. The Austrian State Treaty which cema into force on July 27, 1955, 
marks the achievenent of the mejor U.5. objeative in Austria for the onat ten 
years. The treaty is in many waye ®% more just and satisfactory document than 


the draft ae it hed stood since 1949. (clauses elimineted included those 1) 


limiting the eise of the armed forces 2) providing » voesibla tasle for 


Soviet ie 
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Soviet-Satellite intervontion in Refugee matters, a“, -eawang sor pro.ongea 

Soviet control of ex-Gorman assets in Eastern Austrian). On the other hand, the : 

price which Austria had to pay for Soviet willingness to sonclude the State 

Treaty is reflected in the Austre-Soviet Memorandum of April 15, 1955 in which 

Austria agreed to follow a polioy of perpetual neutrality and agreed to pay the —< 

Soviet Union $160 million over 6 years for the return of the USIA industries and 

to deliver one million tons of o11 annually over 10 years for the return of the 

O41 fields. Austria has already paid $2 million for the return of the Danube 
Shipping Company. Implementation of the provisions of the State freaty and such 
related documents as the Austro-Soviet and Vienna Memoranda will continue for 


seme tine to require attention by the United States and its allies. 


a Politigal 
K-%- Neutrality 


44, Purmont to the Austro-Soviet Memorandum signed April 15, 1955, the 

Austrien Parliament passed a Uoutrality Lan which came into affect on November 5, 
1965, This law amended Auetria's Constitution by a prosoription on entering 
military alliances or permitting tho establishment of foreign military bases on 
Austrion territory. At Austriats request, the former cecupation powers and over 
forty nations have recognized Austria's status of neutrality. In submitting the 
Meutrality Law to Parlisment, tho Aus trion Government oalled attention to the 
fant that it was limited to the military proseriptions spesifioally set forth in 
the law, Auatrian leaders have etatod publicly that the Austrian people have no 
obligation to ideclogioal neutrality, and have indicated that Austria considers 
4teelf frea to adeept western collaboration in the establishment of its armed 
a forges and to continue olose cooperation with the Neat in the pelitical, acononic 
and onitural fields. Howovyer, Austria's policy of neutrality will be defined 
only by its evolution through application to specifica problema as they arise. 
5 Thug far there have been svidences that some Austrian lenders are reluctant, in 
practice, to make their pro-western atand too overt, and Seviet pressures may be 
expested to be employed to broaden Austria's neutrality as far as possible. 

5 The United States hoe cndeayored to aucourage Austria to interpret fy 
its neutrality policy as being limited to those military restrictions expressed (s 
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would permit close Austrian cooperation with the Nest in non-military fielde 
(both in direst relationships and by participation in Western oriented inter- 
national organizations). It would also permit certain types of military 
kasistance and cooperation such as the furnishing of equipment for the Austrian , 
Army and the granting of oertain military surface and air transit rights by ‘ 
Austria to the United States. However, whatever military cooperation the 
Austrians are willing to enter into with the ifast must be carcfully and dis- 
sreetly carried cut in order to avoid official charges of violation of 
Austrian neutrality or possible Soviet-Communist counter measures. 
[&~the—~Guarantes of territorial Integrity 

+ the Austro-Soviet “emorendum of April 1955 provides that the 
Austrians willuseek a joint four power guarantees of Austrian territorial 
integrity by the four fermer occupying powers and that the Sovist Union will 
participate in such an agreement. Both constitutional ond political factors 
limit the extent to which the US and ite western allies oan go in participating 
in any euch guarantee. Because of these limitationa, the NSC on April 26, 
1955 recommended “that the US be prepared to treat any violation of the 
integrity of Austrian territory or noutrality as a grave threat to the peace, 
without however guaranteeing its torritory or neutrality except within the 

(NSC action 1388) 

framework of the United Nations’, Not only de the constitutional and 
political limitations which existed at that time still apply but assurances 


regarding Austria's ele iag integrity have since been previded by the terms of 


the Austrian State Treaty aa fetches membership in the UN. Although the 


ams 
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at 


YSN te ome eaten aN ee 


Soviets do not appear to have pressed this question, the Austrians have 
approsohed the liestern powers informally indicating that they still desire o 
guerantes, Meanwhile, the U.S., Frande and UK have been discussing this 


problem with a view to arriving at 2 coordinated tripartite gatiay 
polisy 
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ge poliey to serve se 9 basis for informal dieonasion with She Austrians, 


[e-o—goslition stabi ity 


di United in resistance to the Soviet danger, a conlition of the 


Selaliet Party and the conservative People's Party has maintained, since 
the war, a substantial degree of political atability in Austria, These 

canlition parties, representing 83 percent of the vote almost equally 

divided between them, have shared power since 1945 despite thelr traditdonally 

strong ideologtesal and histories! differaness., During the postewar period, 

the Selaliets have undergone « coneddersble modifiontion of their treditional 
eotieclericaliam end doctrinaire atend in favor of nationalisation of induatry. 


The traditionally Gathelia People's Party, @t the anme time, hae modified ite 


extreme clericaliem and has accepted a considerable degree of State ownershin 
af major industries, The two parties, nevertheless, continue to maintain 
essentinily different philoeonhies in the economic and social fields. The 
removal of an immediate common danger oni the necessity to solve difficult 
probleme, primarily economia, raised by the State Trasty heve, in fact, 
heightened tensions between the two pnrties. mn the other hand, continued 
support by the leaders of both parties for « coalition government may 
factlitate the solution of important but currently deadlocked, economic and 
politieal problems, after the May 13 elections, 
-~f—-Reononte 

|¢~te—~Interna) Stability 


&, ¥ith the assietence of nearly $1.4 billion of U.S. 24d in verious 

forme eince 1945, the Anstrian esonomiec aituntion bas orogresaed from one of 

cheos to relatively healthy stability. The demands of an expanding economy 

have been covered lately, however, by increzsing Imports more rapidly then 

exporta and by drawing on the foreign exbhenge reserves which vere built us 

from 1952 to late 19 84. By theae means and by meoeures to cat deck nublic 

expenditure and to reetriat commercial and coneumer credits, inflationary 

is pressures have so Pa abies well contsined. Austria is now also faced with g 
ie 


{ 
the burdens of 1) obligations to the USER svecified in the Treaty ané releted 
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agreements, 2) the annual lose of $45 = $80 million in foreign exchange from : 
the oeeumation forces, 3) the aoets of satablishing n-tional armed Sorees, 
and 4) a continuing deficit in foreign trode even befara the effect of these 
new burdens wes felt. The net accrual of foreign exchange to Austria from 
ofl properties snd industries formerly aperated by the Ruseaiane, a high level 
of tourien, a atadle Gemend for Austrian ersorta, and verious programs alrecdy 
under way will probebdly permit Auatrin to meet its obligatinns, Continued 
economic stability in Austrian cen therefore srobnbly be mointeined, orovided 
general FYharopeen end world economie conditions do not deteriorate ond the 
Aastrien government continues successful in containing inflationary rressures. 
GF, MSA grant ald was discontinued in fiece] year 1963, There is now no 
need for economic grant aid to fustria. deckeoiomaddng emonmtexmmittions It 
remaning in the United States tnverket/tn cant toaa economia cooperation through 
PL 480, Bx-Im Innk loans, fection 402 of the Matual Security Act ns well ss 
US eupport for TERD loans. The United States has slso continued a amell 
teehnien] assistance pragram in Austria, If the freedom and indenendence of 
Austria shovld he threatened by deteriorating economic conditions, the need 
may arise to moke svailoble Limited U.%. or other resouroes, eet Oe 
[<> Eant-Weat Trade 
/O, Athough tn part oceupked by armed forces of the Soviet Union, 
Austria cooperated covertly with the United States on East-Want irede controle 
during the oeeupstion poriod, Secret Bottle Act excentions have been grented 
to Austria for some prior commitments and shipmenta by the doviet onorated 
UBIA firne in Augtria, The State Treaty raturned tha USIA firms to Austrian 
eontrol, but the compensation due the Saviets for their return will necessitate | 
some further shipmente of enbsrgo items ond further eearet Bettle Aet excentions. 
Although interne) volitdeal presaures have resnlted in the lapse of the 
Austrion forelen trade Law, Anuetria hes redternted ite intention to continue 
covert cooperntion on trode controls. The envetment of » new foreign trate 
lew might be difficult without highlichting Austria's cooperrtion on trade 


control. Refore World War TT, Austria hed extensive trede with the countries 
of the 
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of the Danube basin and even efter the war was © major leporter of coal sand 


graina from the Soviet bloe, ECA/RSA nid end Later 5 favorable foreien : 
exchenge sonition, however, ennbled Austria to svold economic denendence on 
the Syviet bloc. Auntriely shinmenta of soods ta the Soviet Union in ful- 
filiment of the heavy Treaty abligations and exports of former USIA firme to 
the Sovdet Union arsin raive the issue of minimizing Avuetrian dependence on 
trade with the Soviet bloc. 
4-~&—~ Defense 

K-S— Austrion Amy 

{ / After the negntistion of the State Treaty, legislation was 

pasned by the Anatrian Perliament eqtablishing an Austrian emmy. The speaial 
Gendarmerie of about 6,700 men, which had been covertly rateed ond trained 
with western aanistance during the secunntion, became ite endre, Meany of 
these tan, of whom almost two-thirds were NCOs and officers, underwent on 
intense cedre training program during July, August; Seotember 1955 in whieh 
N58. offfeers narticipated. With the pasasree of the army pay law in 1986, 
the Auatriang are now embaricing on « volunteer onlistment drive which they 
hope (probably over-ontimistioally) will dowble the rresent «my atrength, 
Volunteers are ta he trained whenever noselble as epecinliets er rotential 
officers and NCO candidstes., ‘The firet draft esli woe originally scheduled 
for Jone 1956, mit 2 more reslintic apprainal is ste fall 1956 or even early 
1957, depending in part on the nunther of voluntoers. 

/%&, Current plena cell for the organdzation of the Austrian Army into 
hine btigedes,, three tank regiments snd tha Air Corps, which will consiet 
initially of one training aquadron, one communiestions equedron, end one enti- 
alrevaft reignent. ‘The length of military service in s seent nine months, 2 
hardewan compromise between the People's Party and the Soclaliets. ‘The defense 
budget for eslendar 1986 1s apvoroximately $19 million. Austrian militsry 
planners estimate that the defense tudgrt vill eventuslly be 10 rercent of the f 
total Feders! budget or ebont $77 million a year. The Avetrien Army as if is 
now constituted and enviseged for the fniure is expeated to he enpable of | 
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waintaining internal security and it 4e hoped that it can delay any Soviet 
attack long eiough to enable HAT) forcas in cooneration with the Austrian 
Army to hold the western part of Austria including key passes into Ttaly. 

/3, Austria hos enacted leaislation providing for a national samy 
under bi~partisian civilian control. Both easlition nartios hie vivid 
memories of the days of private volitical ermiesn which alnshed in civil war 
before the German ssnezation of tustria, and thay hove provided for particd- 
pation of both parties in the formulation of military policy. Nevertheless 
it has proven difficult to cerry out thie srovision to the satiefaction of 
the two parties i the coalition, 

[<¥~Zaxoien MAlAtory Agsisbangce 

/ 4 tm addition to $2? million of finaneial eid for the Speétal 
Gendarmerie and $22 million of militery instellnetions which were turned 
over to the Anetrinn Gevernment at the end of the oceupation, the United 
States has treneferred $49 million worth of orm end equinment to the Austrian 
Army since signature of the Treaty, A bDrlence of $17.4 million from the stock- 
pile gs tati shel os orevions RSC decisions end Tocated tn Europe remains to 
be delivered. The French Government provided the new Austrien Army with 
rome captared German infentry weapons and a few entdi~tenk and anti-airereft 
guns. ‘The Soviets gave the Austriane 10,000 carbines, 9 number of heavy 
veapone, @ few tonke and a» few light training rlanes. ‘There de no indiention 
that the Austrien Government wishes to obtain sdditionrl gaunipment from the 
Soviets, snd Austrian efforts to obtain eonioment in the Wert indicate that 


they wish to avold becoming dependent upon Soviet sources of sunply. 


nie Joint Planning 


/f, Turing the oceupation of Austria, the three western powers cooperated 


with the Austrian Government in the covert treining of the Breéiel Gendarmerie, 
and five U.5. offieere heve remeined in Austria at Austrion recnest to give 
evsietance and guidence in building the Austrian Army. Present close 0.5. 
sooperation with Avuetris on ite military training and organization, ag well ne 


eonsultation 
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vonsultation on end-item nesds should be continued and encouraged. It is 
unroalistic, however, to attempt to obtain any forma] commitment from the 
Austrian Government on coordinated wartime planning, wlth the weatern powers, 
in view of Austria's constitutionally adoptad polisy of military neutrality. 
Gurront HSC polifoy’ eee thet me com une rte be sought from the 
Austrian Government for covert military planning until authorised by the 
President, Aithough plane for cooperation between Austrian and wostern 
forces in case of attack would be advantageous from the military standpoint, 


the delicate problems posed by Austrian military neutrality make the suitatil- 


ity and timing of any decision to initiate such planning one which should 


remain with the Prosident. 


é-—r— Refugees and Zecapees 


/ 6 With the coming into force of the State Treaty, the Austrien Govern- 
ment assumed complete responsibility for refugees which had hitherto beon 
reserved to tha High Commiasioners of the oceupying powers in their 
respective zones. At this time, the Austrian Government publicly reiterated 
its intention 1) to continue the policy of extending political asylum, 2) 
not to allow involuntary repatriation, and $) to carry out fully its obliga- 
tions under the Geneva Convention on the protection of Kefugeea to which 
Austria is a party. the burden created by the refugee problem and Sovietq 
Communist repatriation preasures oreate problems in thie field for the 
Austrien Government which the U.S, oan continue to help moot through its 
oficial and private national organizations as well as through international 
organizationa concerned with oars, miintenanse and resettlement of Refugees 


and Escapeate 


Uojeotives matt 

/7,% Neintenance of a)Austria's politioal and economics independence, b) 
its politéoal, social and economic stability and o) its continued resistance 
to Semmumist pressures and subversian.s 


18,%%- Encouragement of Austrian anterereea ot of its military neutrality 
‘4 +H oe in a aba "to permit 
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to permit continuance of the western orientation of Austria's rovernment, 

its close cooperation in all nonemilitary fields with the westem powors, ‘ 
end ite participation in non-military organizations of the free world 

community. 

19, He Yasourazemont of the meximun Austrian contribution to its awn 

defense ond Austrian cooperntion with the Weet against aggression by the 

Soviet bloo, ineluding 011 feasible means of U.5. assistance in the establish= 
ment ami waintenanse of adequate Austrian defense forces sonsistent with 

the limitations imposed by Austria's declared military neutrality. 

26, 2. Minimize the influence of a neutral Austria on the defense and 


oL 
foreign potion af other free nationse 


Courses of dation 4 
2/, Ha Enoourage interpretation by the 4ustrian Covernmont of ite policy 


of neutrality to limit ite application to the military proscriptions set 
forth in the constitutional acutrality law. 

22,3% Seek to discourage Austria from requesting a four-power guarantee of 
Austriats territorial integrity and failing thet, limit any gcusrantes in 
which the United States will participate to one within the framework of the 
Ui. ; 

23 4% Bnoourage the continuance of the coalition government at least until 
sugh time as it may become apparent that a single party is capable of provid- 
ing a stable and democratic government. 

2¢- «=Yontinue ekherxiemmexe€ coonenio cooperation through such measures 


¢ ag PL 480, the Bx-Im-Jank loans, Section 402 of the Mutual Seourity as well 


as US hupport for IBRD loans. 
AS. ¥e Snoourage, with other friendly nations, Austria to maintain a degree 


of import liberalization consiatent sith ite overall esonomic position and 


Miso the progressive elimination of restrictions which hamper trade and 


ae foreign investment. 
; 746 %4% Promote a provisional counterpart settlement which would be in the 
| interest of the Austrian economy and in support of general 1B objectives. fi 
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21, ¥% Encourage 4ustrian offorts to develop a capital market in Austria. 


LY .8% Seek Austria's continued friendly cooperation in Mast-Weet trade 


controle, while recognizing Austria's special situation ean a result of Es 


obligations to the Soviet Union imponed by the State Treaty. 
A7&%. Continue the exchange of persons program whioh promotes Imowladge 
and widerstanding of Usd ideas, methods, and inatitutions, and strengthens 
Austria's thes with the United States and the free world. 
36,23. Gontinne a limited toolmical exchange program which helps prionote 
wgannemia stability and minimise eoonomse dependence on the Soviet hleo. 
31.7% Protest the rights of Amerioan citizens under the State Treaty and 
other oes betwean ch two governments, including settlement of 
eked pou eve of property in Austria or provision for adequate 
compensation. 
32h Beek to coumteract and combat Yoriet objectives in political, 
psycholorisal, economies, and military fields by all appropriate means includ- 
ing sn actiw public sffairs progran. 
33,2 Seek the cooperation of the Justrian Government with the U.S. and 
4te allies on intelligence matters. 
See Seek Austria's continued sooperation in granting asylum and proteotion 
to politioal refugees from the Sovict bloo and Austrian assistence in re= 
settlement or integration into the Austrian sconomy of rafugees and displaced 
persons, Continue to rid 4ustria in the resettlement of refigees through 
the Refugee Relief Act, UEP and U.S, support of ICE. 
209% Support Austrial. efforts to participate in western oriented non« 
baat organizations which would be bensficial Pe eter would strengthen 
yaneve/ ties with the free world comamity. 
36 2% Encourage Austria to raise and maintain adequate armed foroos and 
be prepared to grant additional militery end-items and other appropriate 
forms of military assistance. Those messures chould be carried out, koeping 
in mind Austria's declared military neutrality, the importance of assuring 
Austrian internal security, and the importance of avoiding Austrian dependence 
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37 283 Support Austrian efforta to asaure that the army ia subordinate te 
national, bi-partisan control and is not allowed to become a weapon which 
oan be wied by either party against the other, 

33.802 “hen political and military circumstances warrant, seek the approval 
of the President to initiate covert planning for the use of Austrian forees 


in cooperation with the West in ease of attack. 


